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Inducement, like the general property tax, to check improve-
ments. It is just; it is simple; it is perfectly proportional to
productive capacity. In short, it satisfies the requirements
of a scientific system.

There are two possible objections to a tax on net receipts.
One is that the accounts may be " cooked" by paying
unduly large salaries to the officers ; that is, the profits
may be divided as nominal expenses, thereby leaving very
insignificant net receipts or none at all. This objection,
however, would not apply at all to the vast majority of
corporations, whose stock or bonds are held by outside
parties, who will not consent to see their dividends or
interest curtailed by any practices of this nature. The
danger can be real only in respect to the few corporations
in which the stock is owned entirely by the managers.
But these are chiefly manufacturing corporations, which, as
we know, are usually exempted from the general corporation
tax. Even here, however, the danger is not very great*
We hear of no complaints on this score in the American
commonwealths where the net receipts tax prevails; and
in Europe, where this method of taxation is well-nigh uni-
versal, the objection has never been raised. It may thus be
pronounced of little importance.

Secondly, it may be contended that the tax is imprac-
ticable in the case of great railroad corporations which,
having leased lines in other states, are interested in so
manipulating the traffic that the heavily mortgaged leased
lines will earn little or nothing above fixed charges. Such
cases are very common. The commonwealths in which
such leased lines are situated will, it is argued, be robbed
of the whole benefit of the tax; since the proceeds accrue
to the state of the parent company. In reality, this
objection arises simply from a quibble about words. Of
course net receipts must be strictly defined. The logical
basis of corporate taxation is the total annual revenue from
all sources minus all actual expenditures except interest
and taxes. The reason for not deducting fixed charges, i.e.